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Hoffman, Steensma & Plamondon, P.L.C.

Certified Public Accountants and Consultants

INDEPENDENT AUDITORS' REPORT

To the Board of Trustees
Charter Township of Fruitport, Muskegon County, Michigan

We have audited the accompanying general purpose financial statements of Charter Township of
Fruitport, Muskegon County, Michigan, as of and for the year ended March 31, 2004, as listed in
the table of contents. These general purpose financial statements are the responsibility of the
management of Charter Township of Fruitport. Our responsibility is to express an opinion on
these general purpose financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the general purpose financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as

The general purpose financial statements referred to above do not include the general fixed
assets account group, which should be included in order to conform with accounting principles
generally accepted in the United States of America. The amount that should be recorded in the
general fixed assets account group is not known.

In our opinion, except for the effects on the financial statements of the omission of the general
fixed assets account group, the general purpose financial statements referred to above present
fairly, in all material respects, the financial position of Charter Township of Fruitport, Muskegon
County, Michigan, at March 31, 2004, and the results of its operations and cash flows of its

proprietary fund types for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was performed for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The accompanying combining and individual fund statements and
other financial information listed in the table of contents is presented for purposes of additional
analysis and are not a required part of the general purpose financial statements of Charter
Township of Fruitport, Muskegon County, Michigan. The information in these schedules has
been subjected to the auditing procedures applied in the audit of the general purpose financial
statements and, in our opinion, is fairly stated in all material respects in relation to the general
purpose financial statements taken as a whole.

‘\.\,“,.,....., MY ?Qw'.ooou., ?.L.C,

June 29, 2004

221 W. Webster Ave., Suite 502 - Muskegon, Ml 49440-1243 . (231) 728-5176 - Fax (231) 726-3530




Charter Township of Fruitport, Muskegon County, Michigan
Combined Balance Sheet

All Fund Types and Account Group
March 31, 2004

“

Governmental Fund Types
Special
Revenue

ASSETS AND OTHER DEBITS General
Assets
Cash and cash equivalents (note A5 and B) $ 935,584 $ 182,318
Investments (note A5 and B) 455,658 1,418
Receivables
Property taxes 57,797 8,860
Accounts 3,100
Special assessments 8,122
Interest - -
Due from other funds (note D) 79,277 1,495
Due from other governmental units 108,044
Prepaid items (note A7) 17,653
Inventories (note A8) -
Restricted cash and cash equivalents (note A5 and B) -
Fixed assets (net, where applicable of
accumulated depreciation) (note C)
Wastewater facility rights (net of accumulated
amortization of $133,223) (note E)
Bond issuance costs (note F)

Other Debits
Amount to be provided for retirement
of general long-term debt

TOTAL ASSETS AND OTHER DEBITS $ 1665235 $ 194,091

The notes to the financial statements are an integral part of this statement.




-
[ ]
Proprietary Fiduciary
= Fund Type Fund Types Account Group Totals
Trust and General Long- (Memorandum
Enterprise Agency Term Debt Only)
$ 2,127,477 $ 185,380 $ - $ 3,430,759
- - - 457,076
. - - 66,657
252,326 - - 255,426
' 3,146,829 - - 3,154,951
46,919 - - 46,919
362,680 - - 443,452
- - - 108,044
- - - 17,653
' 10,000 - - 10,000
2,791,537 - - 2,791,537
| 12,704,242 . . 12,704,242
70,026 - - 70,026
27,932 . . 27,932
- - 733,255 733,255
$ 21,539,968 $ 185,380 $ 733,255 $ 24,317,929




Charter Township of Fruitport, Muskegon County, Michigan
Combined Balance Sheet

All Fund Types and Account Group - Continued
March 31, 2004

..

Governmental Fund Types

Special
LIABILITIES, EQUITY AND OTHER CREDITS General Revenue
Liabilities
Accrued liabilities $ 40,087 $ -
Due to other funds (note D) 1,495 -
Due to other governmental units - -
Deferred revenue (note A3) 5,448 -
Long-term compensated absences (note A10 and F) - -
Long-term debt (net of unamortized
discount of $56,220) (note F) - -
Total liabilities 47,030 -
Equity and Other Credits
Contributed capital - -
Retained earnings - -
Fund balance (note A13)
Reserved for prepaid items 17,653 -
Reserved for racetrack projects (note L) 143,987 -
Unreserved
Undesignated 1,456,565 194,091
Total equity and other credits 1,618,205 194,091
TOTAL LIABILITIES, EQUITY AND OTHER CREDITS $ 1,665,235 $ 194,091

The notes to the financial statements are an integral part of this statement.




Proprietary Fiduciary

Fund Type Fund Type Account Group Totals

General Long- (Memorandum
Enterprise Agency Term Debt Only)
' -
$ 131,546 $ - $ - $ 171,633
- 374,602 67,355 - 443,452
94,124 118,025 - 212,149
. . - 5,448
- - - 141,418 141,418
6,720,227 - 591,837 7,312,064
e 7,320,499 185,380 733,255 8,286,164
|

- 9,269,727 - - 9,269,727
4,949,742 - - 4,949,742
- - - - 17,653
- - - 143,987
-

_ - - 1,650,656
14,219,469 - - 16,031,765
-

$ 21,539,968 $ 185,380 $ 733,255 $ 24,317,929
-

[ ]

-

-

-
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Charter Township of Fruitport, Muskegon County, Michigan

Combined Statement of Revenues, Expenditures and Changes in Fund Balance

All Governmental Fund Types

Year Ended March 31, 2004

Governmental Fund Types Totals
Special Debt {(Memorandum
General Revenue Service Only)
Revenues
Property taxes and special
assessments $ 927,746 $ 140,151 $ - 1,067,897
Licenses and permits 100,341 - - 100,341
State shared revenues 824,978 - - 824,978
Charges for services 87,588 - - 87,588
Interest 36,730 826 52 37,608
Racetrack 73,613 - - 73,613
Donations 4,700 - - 4,700
Miscellaneous fees 43,408 750 - 44,158
Sale of fixed assets 41,850 - - 41,850
Other 8,368 - - 8,368
Total revenues 2,149,322 141,727 52 2,291,101
Expenditures
Current
Legislative 68,849 - - 68,849
General government 517,281 - - 517,281
Public safety 1,136,076 111,879 - 1,247,955
Public works 88,451 - - 88,451
Recreational and cultural 40,531 76,805 - 117,336
Other governmental functions 76,037 - - 76,037
Capital outlay 55,416 36,184 - 91,600
Debt service
Principal 70,137 - - 70,137
Interest and fiscal charges 37,755 - 1,702 39,457
Total expenditures 2,090,533 224,868 1,702 2,317,103
Excess (deficiency) of revenues
over expenditures 58,789 (83,141) (1,650) (26,002)
Other financing sources (uses)
Operating transfers in 50,000 109,854 - 159,854
Operating transfers out (109,854) - - (109,854)
Total other financing sources (uses) (59,854) 109,854 - 50,000
Excess (deficiency) of revenues and
other sources over expenditures
and other uses (1,065) 26,713 (1,650) 23,998
Fund balance at beginning of year 1,603,893 167,378 17,027 1,788,298
Residual equity transfer in {out) 15,377 - (15,377) -
Eundbolanceatendofvear 6 16182058 1940018 . s 1812206

The notes to the financial statements are an integral part of this statement.
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Charter Township of Fruitport, Muskegon County, Michigan

Combined Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - General and Special Revenue Funds

Year Ended March 31, 2004

General Fund

Variance
Amended favorable
Budget Actual (unfavorable)
Revenues
Property taxes and special assessments 935174 $ 927,746 $ (7,428)
Licenses and permits 86,000 100,341 14,341
State shared revenues 885,000 824,978 (60,022)
Charges for services 78,675 87,588 8,913
Interest 28,000 36,730 8,730
Racetrack 75,000 73,613 (1,387)
Donations 4,700 4,700 -
Miscellaneous fees 43,000 43,408 408
Sale of fixed assets 37,850 41,850 4,000
Other 3,948 8,368 4,420
Total revenues 2,177,347 2,149,322 (28,025)
Expenditures
Current
Legislative 89,175 68,849 20,326
General government 602,919 517,281 85,638
Public safety 1,172,332 1,136,076 36,256
Public works 189,742 88,451 101,291
Recreational and cultural 70,756 40,531 30,225
Other governmental functions 160,000 76,037 83,963
Capital outlay 179,539 55,416 124,123
Debt service
Principal 70,177 70,137 40
Interest and fiscal charges 38,391 37,755 636
Total expenditures 2,573,031 2,090,533 482,498
Excess (deficiency) of revenues
over expenditures (395,684) 58,789 454,473
Other financing sources (uses)
Operating transfers in 50,000 50,000 -
Operating transfers out (120,000) (109,854) 10,146
Total other financing sources (uses) (70,000) (59,854) 10,146
Deficiency of revenues and other
sources under expenditures and other uses (465,684) (1,065) 464,619
Fund balance at beginning of year 1,603,893 1,603,893 -
Residual equity transfer in - 15,377 15,377
Fund balance at end of year $ 1138209 $ 1.618.205 $ 479,996

The notes to the financial statements are an integral part of this statement.



Special Revenue Funds

Variance
Amended favorable
Budget_ Actual (unfavorable)
$ 124,000 $ 140,151 § 16,151
1,100 826 (274)
- 750 750
125,100 141,727 16,627
125,100 111,879 13,221
83,390 76,805 6,585
36,610 36,184 426
245,100 224,868 20,232
(120,000) (83,141) 36,859
120,000 109,854 (10,146)
120,000 109,854 (10,146)
- 26,713 26,713
167,378 167,378 -
167.378 194.091 26,713




Charter Township of Fruitport, Muskegon County, Michigan

Combined Statement of Revenues, Expenses and Changes in Retained Earnings
All Proprietary Fund Types
Year Ended March 31, 2004

e

Operating revenues

Charges for service $ 1,333,983
Other income 28,947
Total operating revenues 1,362,930

Operating expenses

Personnel services 411,957
Water purchased 373,819
Contracted services 105,583
Insurance 4,646
Supplies 73,872
Rentals 25,000
Other expenses 45,653
Depreciation and amortization 325,594
Total operating expenses 1,366,124
Operating income (3,194)

Nonoperating revenues (expenses)

Interest income 462,260

Interest expense (395,120)
Total nonoperating revenues 67,140

Income before operating transfers and capital contributions 63,946
Capital contributions - tap and connection fees 901,993

Operating transfers

Operating transfers out (50,000)

Net income 915,939
Transfer of depreciation to contributed capital 144,751

Net income transferred to retained earnings 1,060,690
Retained earnings at beginning of year 3,889,052
Retained earnings at end of year $ 4,949,742

The notes to the financial statements are an integral part of this statement.
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Charter Township of Fruitport, Muskegon County, Michigan

Combined Statement of Fund Equity

All Proprietary Fund Types
Year Ended March 31, 2004

Contributed Capital

Balance at beginning of year

Depreciation transfers

$ 9,414,478

(144,751)

Balance at end of year

9,269,727

Retained Earnings
Balance at beginning of year

Net income

Depreciation transfers

3,889,052

915,939

144,751

Balance at end of year

4,949,742

Total fund equity

$ 14,219,469

The notes to the financial statements are an integral part of this statement.
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Charter Township of Fruitport, Muskegon County, Michigan

Combined Statement of Cash Flows

All Proprietary Fund Types
Year Ended March 31, 2004

c

ash flows from operating activities
Operating loss

$ (3,194)
Adjustments to reconcile operating income
to net cash used for operating activities
Depreciation and amortization 325,594
Increase in
Receivables 17,536
Due from other funds 34,536
Increase (decrease) in
Due to other governmental units 5,024
Due to other funds (49,930)
Net cash provided by operating activities 329,566
Cash flows from non-capital financing activities
Operating transfers out (50,000)
Cash flows from capital and related financing activities
Collection of special assessments 1,486,444
Principal payments on long-term debt (430,520)
Interest payments on long-term debt (395,120)
Acquisition of fixed assets (1,259,987)
Net cash used for capital and related financing activities (599,183)
Cash flows from investing activities
Interest on investments 462,260
NET INCREASE IN CASH AND CASH EQUIVALENTS 142,643
Cash and cash equivalents at beginning of year 4,776,371
Cash and cash equivalents at end of year S 4919014
Reconciliation of cash and cash equivalents to the balance sheet
Cash and cash equivalents 2,127,477
Restricted cash and cash equivalents 2,791,537

_$ 4919014

The notes to the financial statements are an integral part of this statement.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements

March 31, 2004

Note A - Summary of Significant Accounting Policies

1. Financial Reporting Entity

Charter Township of Fruitport, Muskegon County, Michigan, was organized in 1863 and
incorporated as a charter township in 1989. The township operates under a township
board-supervisor form of government and provides the following services as authorized by its
charter: general administration services, public safety, highway and street maintenance,
culture and recreation, planning and zoning and other governmental functions. The accounting
policies of Charter Township of Fruitport, Muskegon County, Michigan, conform to generally
accepted accounting principles as applicable to townships.

As required by generally accepted accounting principles, Governmental Accounting Standards
Board (GASB) Statement 14, the financial statements present the township (the primary
government) and its component units, entities for which the township is considered to be
financially accountable. Based upon the application of these criteria, there were no component
units required to be included in the financial reporting entity of the township.

Joint Ventures - The township participates in the following joint ventures:

® Central Operations for Police Services

The township is a member of an area-wide central dispatch system, Central Operations for
Police Services. It is a joint venture of nine governmental units governed by a board
composed of representatives of the participants. It is financed through an emergency
telephone surcharge to the public and through annual member assessments based upon
population, composite state equalized valuation of property and the average of service calls
placed. The township does not report an equity interest in this joint venture in these
financial statements because the township does not have an explicit and measurable right
to the joint venture's resources. The township is unaware of any circumstances that would
cause an additional benefit or burden to the participating governments in the near future.

Financial information based on the September 30, 2003, audit report of Central Operations
for Police Services follows:

General Fund

Total assets $ 1,554,240
Total liabilities 136,581
Fund Balance $ 1,417,659
Revenues $ 3,052,078
Expenditures 2,118,002
Revenues over expenditures $ 934,076
General fixed assets account group $ 2,080,810
General long-term debt $ 393,448
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Charter Township of Fruitport, Muskegon County, Michigan
Notes to General Purpose Financial Statements - Continued
March 31, 2004

L .
Note A - Summary of Significant Accounting Policies (continued)

1. Financial Reporting Entity (continued)

Joint Ventures (continued)

e Central Operations for Police Services (continued)

Complete financial statements for Central Operations for Police Services can be obtained
from their administrative office at 860 Terrace Street, Muskegon, Michigan 49443,

® Muskegon Regional Water Alliance

The township is a member of an area-wide alliance, the Muskegon Regional Water Alliance.
It is a joint venture of seven governmental units governed by a board composed of
representatives of the participants. It is financed through member assessments. The
purpose of the alliance is to review, advise and participate in non-binding issues regarding
water service within Muskegon County. The township does not report an equity interest in
this joint venture in these financial statements because the township does not have an
explicit and measurable right to the joint venture’s resources. The township is unaware of
any circumstances that would cause additional benefit or burden to the participating
governments in the near future. Financial information based on the May 31, 2003 audit report
of the Muskegon Regional Water Alliance follows:

General Fund

Total assets $ 6,362
Total liabilities -
Fund balance $ 6,362
Revenues $ -
Expenditures 450
Deficiency of revenues under expenditures $ {450)

Complete financial statements for the Muskegon Regional Water Alliance can be obtained
from their office at 5428 East Apple Avenue, Muskegon, Michigan 49444,
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note A - Summary of Significant Accounting Policies (continued)

2. Fund Accounting

The accounts of the township are organized on the basis of funds and an account group, each
of which is considered a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues and expenditures, or expenses, as appropriate. Government
resources are allocated to and accounted for in individual funds based upon the purposes for
which they are to be spent and the means by which spending activities are controlled. An
account group is a financial reporting device designed to provide accountability for certain
assets and liabilities of governmental funds that are not recorded in those funds because they
do not directly affect net expendable available financial resources.

The various funds are grouped, in the financial statements in this report, into five generic fund
types and three broad fund categories as follows:

Governmental Funds

General Fund

The general fund is the general operating fund of the township. The fund is used to account
for all financial transactions except those required to be accounted for in another fund.

Revenues are derived primarily from property taxes, state shared revenues and charges for
services.

Special Revenue Funds

The special revenue funds are used to account for the proceeds of specific revenue sources
(other than special assessments and major capital projects) requiring separate accounting
because of legal or regulatory provisions or administrative action.

Debt Service Funds

The debt service funds are used to record the funding and payment of principal, interest and
related costs on debt reported in the general long-term debt account group.

Proprietary Funds

Enterprise Funds

The enterprise funds report operations that provide services which are financed primarily by
user charges, or activities where periodic measurement of net income is appropriate for
capital maintenance, public policy, management control or other purposes.

13




Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note A - Summary of Significant Accounting Policies (continued)

2. Fund Accounting {continued)

Fiduciary Funds

Agency Funds
These funds are used to account for assets held by the township in a trustee capacity or as
an agent for individuals, private organizations, other governments and/or other funds.

Agency funds are custodial in nature (assets equal liabilities) and do not involve
measurement of results of operations. '

Account Group

General Long-Term Debt Account Group

The general long-term debt account group is used to account for the township's unmatured

long-term indebtedness that has not been identified as a specific liability of a proprietary
fund.

3. Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focuses. All governmental funds are accounted for using the flow of current
financial resources measurement focus. With this measurement focus, only current assets
and current liabilities are generally included in the balance sheet. Their reported fund balance
(net current assets) is considered a measure of "available spendable resources”.
Governmental fund operating statements present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets.

All proprietary funds are accounted for on the flow of economic resources measurement focus.
With this measurement focus, all assets and all liabilities associated with the operation of
these funds are included in the balance sheet. Fund equity (i.e., net assets) is segregated into
contributed capital and retained earnings components. Proprietary fund-type operating
statements present increases (revenues) and decreases (expenses) in net total assets. As
permitted by GASB Statement 20, the township has elected not to adopt Financial Accounting

Standards Board (FASB) Statements issued after November 30, 1989, unless the GASB
specifically adopts such FASB Statements.

The modified accrual basis of accounting is used by all governmental and agency fund types.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to
accrual (i.e., when they become both measurable and available).

14




Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note A - Summary of Significant Accounting Policies (continued)
3. Basis of Accounting (continued)

"Measurable” means the amount of the transaction can be determined and "available" means
collectable within the current period or soon enough thereafter to be used to pay liabilities of
the current period. The township considers property taxes, special assessments, licenses,
interest revenue and charges for sales and services as susceptible to accrual if the amount
was due on or before fiscal year end and collection was within two months after the period
end. All other revenue is recognized as payments are received. Expenditures are recorded
when the related fund liability is incurred. Principal and interest on general long-term debt are
recorded as fund liabilities when due or when amounts have been accumulated in the debt
service funds for payments to be made early in the following period.

The township reports deferred revenue on its combined balance sheet. Deferred revenues

arise when a potential revenue does not meet both the "measurable” and "available" criteria for
recognition in the current period. Deferred revenues also arise when resources are received

4. Budgets and Budgetary Accounting

Budgets are adopted on a basis consistent with generally accepted accounting principles.
Annual appropriated budgets are legally adopted for the general and special revenue funds.

The township follows these procedures in establishing the budgetary data reflected in the
financial statements:

® Prior to March 1, the township board submits to the general public a proposed operating

budget for the fiscal year commencing April 1. The operating budget includes proposed
expenditures and the means of financing them.

® A public hearing is conducted at the township hall to obtain taxpayer comments.
® Prior to April 1, the budget is legally enacted by passage of a resolution.

® Formal budget integration is employed as a management control device during the period
for the general and special revenue funds. Formal budgetary integration is not employed for
any other fund, and only informational summaries are prepared for the debt service funds.

® Appropriations are authorized by ordinance at the fund level with the exception of the
general fund, which is appropriated at the department level. All budget transfers or revisions
that alter the total expenditures of any fund or transfer budgeted amounts between accounts
within any fund must be approved by the board of trustees.

® Budgeted amounts are presented as originally adopted, or as amended by the board of
trustees before March 31, 2004. In fiscal year 2004, the general fund budget was amended to
reflect actual expenditures that were higher than originally budgeted.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

L
Note A - Summary of Significant Accounting Policies (continued)

4. Budgets and Budgetary Accounting (continued)

® Budgets as presented are prepared on the modified accrual basis of accounting.
® All budget appropriations lapse at the end of the year.

5. Deposits and Investments

Statutes authorize the township to deposit and invest in the following:

® In bonds, securities and other obligations of the United States or agency or instrumentality
of the United States.

® In certificates of deposit, savings accounts, deposit accounts or depository receipts of a
bank which is a member of the Federal Deposit Insurance Corporation, a savings and loan
association which is a member of the Federal Savings and Loan Insurance Corporation or a
credit union which is insured by the National Credit Union Administration.

® In commercial paper rated at the time of purchase within the two highest classifications
established by not less than two standard rating services and which matures not more than
270 days after the date of purchase.

® In United States government or federal agency obligation repurchase agreements.
® In banker's acceptances of United States banks.

® In obligations of this state or any of its political subdivisions that at the time of purchase
are rated as investment grade by not less than one standard rating service.

® In mutual funds composed of investment vehicles which are legal for direct investment by
local units of government in Michigan.

For the purpose of the statement of cash flows, the township considers all assets held in cash
and restricted cash to be cash and cash equivalents because the amounts can be withdrawn at
any time, similar to a demand deposit account.

Investments with a maturity of greater than one year at the date of purchase are stated at fair
value, and all other investments are stated at cost or amortized cost.

6. Property Taxes

Property taxes attach as enforceable liens on December 1. Taxes are levied on December 1
and are payable from the date of levy through March 1, and are recognized as revenue when
they are levied. The township bills and collects its own property taxes and also taxes for the
county and school district. Collections of all the taxes and remittance of them to other taxing
authorities are accounted for in the current tax collection fund.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note A - Summary of Significant Accounting Policies (continued)

6. Property Taxes (continued)

The 2003 adjusted taxable value of the township totaled $326,665,245 on which ad valorem
taxes levied consisted of 1.0149 mills for the general operations of the township, 1.4738 mills
for public safety and .7500 mills for street light operations.

The 2003 state equalized valuation of the township was $412,725,445.
7. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items.

8. Inventories

Inventories are stated at the lower of cost or market. Costis determined by the first-in, first-out
method.

9. Fixed Assets

General fixed assets are not capitalized in the fund used to acquire or construct them. Instead,
capital acquisition and construction are reflected as expenditures in governmental funds.
Fixed assets of the proprietary funds are capitalized in the fund in which they are utilized and

are depreciated on the straight line basis. Estimated useful lives for fixed assets reported in
proprietary funds are as follows:

Years
Water and sewage systems 50
Equipment 4-10

Fixed assets are valued at historical cost or estimated historical cost if actual cost is not
available. Donated assets are valued at their estimated fair value on the date donated. The
township does not capitalize interest costs incurred during construction of governmental fund
assets. Public domain "infrastructure” general fixed assets consisting of roads, bridges, curbs

and gutters, streets and sidewalks, drainage systems and lighting systems are not capitalized
along with other general fixed assets.

10. Compensated Absences

Township employees are granted vacation and sick leave in varying amounts based on length
of service and employee group. The township follows the accounting and reporting principles
outlined in GASB 16, with regards to employees vacation and sick leave.

Unused vacation and sick leave days are paid to employees upon termination under limits that
vary by employee group.
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Charter Township of Fruitport, Muskegon County, Michigan
Notes to General Purpose Financial Statements - Continued
March 31, 2004

o
Note A - Summary of Significant Accounting Policies (continued)

10. Compensated Absences (continued)

Accrued vacation and sick leave payable that is expected to be liquidated with expendable
available resources is accrued in the governmental fund types and the long-term portion is
recorded in the general long-term debt account group. Vested compensated absences in the
proprietary funds are accrued.

11. Long-Term Obligations

The township reports long-term debt of governmental funds at face value in the general
long-term debt account group. Certain other governmental fund obligations not expected to be
financed with current available financial resources are also reported in the general long-term
debt account group. Long-term debt and other obligations financed by proprietary funds are
reported as liabilities in the appropriate funds.

For governmental fund types, bond premiums and discounts, as well as issuance costs, are
recognized during the current period. Bond proceeds are reported as an other financing
source net of the applicable premium or discount. Issuance costs, even if withheld from the
actual net proceeds received, are reported as debt service expenditures. For proprietary fund
types, bond premiums and discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method. Bonds payable are reported net
of the applicable bond premium or discount. Issuance costs are reported as deferred charges.

12. Encumbrances

Encumbrance accounting, under which purchase orders, contract and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is not a legal requirement of the township and thus is not employed.

13. Fund Equity

Reservations of fund balance and retained earnings represent amounts that are not available
for appropriation or are legally segregated for a specific purpose. The proprietary fund's
contributed capital represents equity acquired before April 1, 2001 through capital grants and
capital contributions from developers, customers or other funds.

14. Total Columns on Combined Statements

Total columns on the combined statements are captioned "memorandum only” to indicate that
they are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations or changes in financial position in conformity with
generally accepted accounting principles. Neither are such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note B - Cash, Cash Equivalents and Investments

Deposits

At year-end, the carrying amount of the township’s deposits was $6,525,691 and the bank
balance was $6,958,504. Of the bank balance, $499,997 was covered by federal depository

insurance and $6,458,507 was uninsured and uncollateralized.

The township's deposits are categorized below according to level of credit risk:

® Category 1 represents the township's insured or collateralized deposits with securities

held by the township or by its agent in the township's name.

® Category 2 represents the township's collateralized deposits with securities held by the

pledging financial institution's trust department or agent in the township's name.

® Category 3 represents the township's uncollateralized deposits including any bank
balances that are collateralized with securities held by the pledging financial institutions, or

by its trust department or agent but not in the township’s name.

Category Bank Carrying

1 2 3 Balance Amount
Demand deposits $ 200,000 $ - $ 6,455,108 $ 6,655,108 $ 6,222,295
Time deposits 299,997 - 3,399 303,396 303,396
$ 499,997 $ - $ 6,458,507 $ 6,958,504 $ 6,525,691

Investments

Investments are categorized below to give an indication of the level of risk assumed by the

entity at year end:

® Category 1 includes investments that are insured or registered, or for which the securities

are held by the township or by its agent in the township's name.

® Category 2 includes uninsured and unregistered investments, with securities held by the

counterparty's trust department or agent in the township's name.

® Category 3 includes uninsured and unregistered investments, with securities held by the

counterparty, or by its trust department or agent but not in the township's name.

Carrying
Amount
Investments not subject to categorization:
Investment pool $ 153,680
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note B - Cash, Cash Equivalents and Investments (continued)

Investments (continued)

At March 31, 2004, the township had $153,680 invested in the Federated Ultra Short Bond Fund.

Investments in this fund are not authorized by state statute. In July, 2004, the investments
were sold. There was no loss on disposal.

Total deposits and investments at March 31, 2004, were $6,679,372 and are presented in the
balance sheet as follows:

Cash and cash equivalents $ 3,430,759
Investments 457,076
Restricted cash and cash equivalents 2,791,537

$ 6,679,372

Restricted cash and cash equivalents of $798,355 represents cash held with a fiscal agent,
Muskegon County, for the township's share of excess bond proceeds from the sale of
Muskegon County Wastewater Management System Number One Bonds and Muskegon
County Water Supply System Number One Bonds. The use of this cash is restricted for bond
and interest redemption and for future system expansion. Given the nature and composition of

the county's deposits and investments, no FDIC insurance coverage on the above-mentioned
asset is assumed.

Restricted cash and cash equivalents of $1,993,182 represents cash collected from special
assessments which is restricted for related bond and interest redemption.

Note C - Fixed Assets

A summary of fixed assets in the proprietary funds at March 31, 2004, follows:

Utility systems $ 15,366,530
Machinery and equipment 262,873
15,629,403
Less accumulated depreciation 2,925,161
$ 12,704,242
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued

March 31, 2004

Note D - Interfund Receivables and Payables

The amounts of interfund receivables and payables at March 31, 2004 were as follows:

Interfund

Interfund
Fund Receivable Fund Payable

General $ 79,277 Sewer $ 17,348
Water 10,038

Current Tax Collection 51,891

79,277 79,277

Recreation 1,495 General 1,495
Sewer 1,548 Current Tax Collection 1,548
Water 361,132 Sewer 347,216
Current Tax Collection 13,916

361,132 361,132

$ 443,452 $ 443,452

Note E - Wastewater Facility Rights

The township is a participant in the Muskegon County Wastewater Management System, a
wastewater treatment facility owned and operated by the county. Members are charged usage
fees based on the volume of wastewater treated. In addition, each member municipality has

pledged its full faith and credit in repayment of their allocated shares of long-term debt of the
system.

The township accounts for the group of transactions substantially in accordance with APB 17,
Intangible Assets. The contract payable to Muskegon County is presented as long-term debt.
The township’s investment in the intangible asset is presented as wastewater facility rights.

The investment in wastewater facility rights is amortized over the life of the debt issue.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note F - Long-Term Debt

Long-term debt and compensated absences at March 31, 2004, consisted of the following:

Enterprise Funds

$68,362 - Muskegon County Wastewater Management System -

Number One, Refunding Bond Issue of 2002; due in annual

installments of $1,956 to $20,831 through July 2008; interest

at 2.00% to 5.00%. $ 65,917

$750,000 - 1994 Special Assessment Bonds; due in annual
installments of $35,000 to $70,000 through October 2013; interest
at 7.70% to 8.0%. 515,000

$330,000 - 1995 Special Assessment Bonds; due in annual
instaliments of $15,000 to $25,000 through October 2009; interest at
5.25% to 5.50%. 135,000

$134,887 - Muskegon County Wastewater Management System

Number One, $13,750,000 Refunding Bond Issue of 1996;

due in annual installments of $16,479 to $16,551 through

July 2005; interest at 5.7%. 33,030

$2,680,000 - Muskegon County Wastewater Management System

Number One, 1999 Series; due in annual installments of $50,000

to $250,000 through May 2020; interest at 4.70% to 6.50%

(unamortized discount of $23,512). 2,630,000

$585,640 - 2000 Special Assessment Sewer Bonds; due in annual
installments of $28,395 to $31,944 through January 2021; interest at
4.75% to 5.0%. 511,104

$239,360 - 2000 Special Assessment Water Bonds; due in
annual installments of $11,605 to $13,059 through January 2021;
interest at 4.75% to 5.0% 208,896

$2,925,000 - Muskegon County Water Supply System
Number One Bonds, Series lI; due in annual installments of $90,000
to $247,500 through May 2020; interest at 4.75% to 6.75%

(unamortized discount of $32,708). 2,677,500
Jotal Enterprise Fund Debt $ 6776447
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued

March 31, 2004

\

Note F - Long-Term Debt (continued)

General Long-Term Debt

$50,000 - 1994 Limited Tax General Obligation Bonds; due in annual
instaliments of $5,000 through October 2004; interest at 7.70%

$175,000 - Fire Station Contract; due in semiannual installments of

$5,833 through December 2008;

interest at 5.7%.

$193,300 - Fire Truck Contract; due in annual installments of $27,589
to $49,191 through April 2011; interest at 4.6%.

$76,000 - Land Contract; due in quarterly installments of $1,850
to $2,928 including interest at 7.50% through October 2018.

$206,800 - Land Contract; due in quarterly installments of $5,000
to $8,854 including interest at 7.50% through January 2019.

5,000

58,333

282,001

66,052

180,451

Total General Long-Term Debt

Long-Term Compensated Absences

591,837

141,418

The annual requirements to amortize all de

interest of $3,580,887 follows:

unt Group

General
Years ending Enterprise Long-Term

March 31, Funds Debt Totals
2005 $ 622,095 $ 107,608 $ 729,703
2006 611,827 101,561 713,388
2007 660,805 77,032 737,837
2008 640,028 76,367 716,395
2009 640,632 75,701 716,333

Thereafter 6,950,065 385,449 7,335,514

$ 10,125,452 § 823,718 $ 10,949,170
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note F - Long-Term Debt (continued)

The following is a summary of long-term debt and compensated absences transactions for the
year ended March 31, 2004:

General Long-Term
Enterprise Long-Term Compensated
Funds Debt Absences Total
Balance at beginning of year $ 7,213,648 $ 661,978 $ 119,992 $ 7,995,618
Additions - - 21,426 21,426
Repayments (437,201) (70,141) - (507,342)
Balance at end of year $ 6,776,447 $ 591,837 $ 141,418 $ 7,509,702

There are a number of limitations and restrictions contained in the various bond indentures.

The township is in substantial compliance with all significant provisions of the bond
indentures.

The $6,000,000 and $2,925,000 Muskegon County Water Supply System Number One Series |
and Il bond issues are joint debt agreements entered into by the township and the City of
Norton Shores. Under the agreements, the county issued debt and constructed a water supply
system for the benefit of both governmental units. The county owns and maintains the system
and upon full payment by either local unit of its allocated portion of the debt, the county may
convey full ownership of the respective portions of the system to the local unit. Each local

unit's share of the debt is based on user charges and the state's equalized valuation on real
property.

Note G - Segment Information for Enterprise Funds

The township maintains two enterprise funds which provide sewer and water services.
Segment information for the year ended March 31, 2004, is as follows:

Sewer Water Total
Operating revenues $ 87,885 $ 1,275,045 $ 1,362,930
Depreciation and amortization 114,499 211,095 325,594
Operating income (loss) (102,701) 99,507 (3,194)
Operating transfers out (50,000) - (50,000)
Net income 318,038 597,901 915,939
Additions to fixed assets 466,170 793,817 1,259,987
Net working capital 708,981 1,499,291 2,208,272
Total assets 8,516,945 13,023,023 21,539,968
Bonds and other long-term debt
payable from operating revenue 3,731,539 2,988,688 6,720,227
Fund equity
Contributed capital 3,493,379 5,776,348 9,269,727
Retained earnings 862,247 4,087,495 4,949,742
Total fund equity 4,355,626 $ 9,863,843 $ 14,219,469
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note H - City of Muskegon Heights Water Supply System

Pursuant to a water service agreement dated August 29, 1997, as amended on April 14, 2000
between the City of Muskegon Heights, the City of Norton Shores and the township, the City of
Muskegon Heights issued revenue bonds of $18,485,000 on June 27, 2000. The bonds were
issued to finance certain improvements and expansions of the City of Muskegon Heights water
supply system. Under the water service agreement, the township purchases all of its water
requirements from the City of Muskegon Heights system.

The bonds are payable solely from revenues of the system, with each municipality responsible
for annual debt service in a percentage equal to its annual usage in relation to the total annual
usage of the system. Currently, the township’s share of debt service requirements is 15.15%.
The township’s debt service requirements are paid from the township’s water fund with funds
generated from the operations of its water system. Under the water service agreement, the
township has no right, title or interest in the City of Muskegon Heights water supply system.
Accordingly, all debt service requirements of the township have been shown as water
purchases in the accompanying financial statements.

Note | - Defined Contribution Pension Plan

The township maintains a defined contribution retirement plan administered by Manulife
Financial USA that covers substantially all full-time employees. The township contributes 1 0%
of each eligible employee's salary to the plan. Township employees contribute nothing to the
plan. The township's contribution for the year ended March 31, 2004 was $118,974.

Note J - Risk Management

The township is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
township manages its liability and property risk as a member of the Michigan Township
Participating Plan (MTPP), a public entity risk pool providing liability and property coverage to
its participating members. The township pays an annual premium to MTPP for its insurance
coverage. The MTPP is self-sustaining through member premiums and provides, subject to
certain deductibles, occurrence-based casualty coverage for each incident and occurrence
based property coverage to its members by internally assuring certain risks and reinsuring
risks through commercial companies. Various deductibles are maintained to place the
responsibility for small charges with the insured. Settled claims resulting from these risks
have not exceeded insurance coverage in any of the past three fiscal years.

The township manages its workers’ compensation risk by participating in the Michigan
Municipal Workers' Compensation Self-Insurance Fund (MMWCSIF), a public entity risk pool
providing workers' compensation coverage to its participating members. The township pays
an annual premium to MMWCSIF for its workers' compensation coverage. The MMWCSIF is
self-sustaining through member premiums and provides statutory workers’ compensation
coverage to its members by internally assuring certain risks and reinsuring risks through

commercial companies. Settled claims resulting from these risks have not exceeded insurance
coverage in any of the past three fiscal years.
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

%

Note J - Risk Management (continued)

The township carries commercial insurance for employee health and accident insurance.

Settled claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

Note K - Excess of Expenditures Over Appropriations in Budgetary Funds

P.A. 621 of 1978, section 18(1) as amended, provides that a local unit shall not incur
expenditures in excess of the amount appropriated.

During the year ended March 31, 2004, the township incurred expenditures in certain budgetary
funds which were in excess of the amounts appropriated as follows:

Amended Amount of Budget
Fund Budget Expenditures Variance
General fund
Public safety
Fire $ 676,267 $ 677,485 $ (1,218)

The expenditures over appropriations have either been paid by operating transfers from other
funds or by the reduction of the current fund balance.

Note L - Reserved for Racetrack Projects

The township receives funds as a fee for services pursuant to P.A. 279 of 1995 to provide
adequate police, fire and traffic protection of persons and property at and near the racetrack

located in the township. The reservation of the fund balance represents amounts legally
segregated for this specific purpose.

Note M - State Construction Code Act

P.A. 245 of 1999, section 22(1) of the State Construction Code Act, requires fees generated by

enforcing agencies or board of appeals be intended to bear a reasonable relationship to the
actual cost of performing those services.

The fees generated by the township’s enforcing agencies and the costs of providing those
services were as follows for the year ended March 31, 2004:
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Charter Township of Fruitport, Muskegon County, Michigan

Notes to General Purpose Financial Statements - Continued
March 31, 2004

Note M - State Construction Code Act (continued)

Revenues
Enforcement fees $ 27.311
Expenditures
Salaries and wages 3,600
Payroll taxes and fringe benefits 275
Contractual services 12,177
Legal 4,922
Printing and publishing 4,668
Other 1,198
Total expenditures 26,840
Excess of revenues over expenditures 471
Deficiency from prior years (12,525)

Cumulative defici E | i g 471

Note N - Supplemental Disclosures of Cashflow Information

Noncash investing and financing transactions consisting of connection fees and special
assessments receivable have been included in the accompanying sewer and water fund
financial statements. Sewer fund connection fees totaled $410,060 and water fund connection
fees contributions totaled $491 ,933, as a result of special assessments levied during the year.

Note O - Subsequent Year Information

Change in Accounting Principle

Effective April 1, 2004, the township adopted GASB 34, Basic Financial Statements - and
Management’s Discussion and Analysis - For State and Local Governments, as amended by
GASB 37, Basic Financial Statements - and Management’s Discussion and Analysis - For State
and Local Governments Omnibus. GASB 34 significantly changes the format of the township’s

financial statements. Among the changes required by GASB 34, the financial statements will for
the first time include:

*A management discussion and analysis (MD&A) section providing analysis of the township’s
overall financial position and results of operations.

*Government-wide financial statements prepared using full accrual accounting for all of the
township’s activities.

*Depreciation on all fixed assets.

Also effective April 1, 2004, the township adopted GASB 38, Certain Financial Statement Note
Disclosures. GASB 38 modifies note disclosures required by GAAP.
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GENERAL FUND

The general fund is used to account for all revenues and
expenditures applicable to the general operations of
township government except those required to be
accounted for in another fund. General fund revenues are

derived primarily from property taxes, state shared
revenues and charges for services.




Charter Township of Fruitport, Muskegon County, Michigan

General Fund

Schedule of Revenues - Budget and Actual

Year Ended March 31, 2004

\

Variance
Amended favorable
Budget Actual (unfavorable)
Revenues
Property taxes
Real and personal property $ 828,284 $ 809,175 $ (19,109)
Administration fees 106,890 118,571 11,681
Total property taxes 935,174 927,746 (7,428)
Licenses and permits
Building permits 18,000 21,941 3,941
Liquor license fees 8,000 8,552 552
Cable TV franchise fee 60,000 69,848 9,848
Total licenses and permits 86,000 100,341 14,341
State shared revenues 885,000 824,978 (60,022)
Charges for services
Trailer park fees 1,200 1,888 688
Penalties 2,000 (4,677) (6,677)
Zoning change requests 5,000 6,320 1,320
Sullivan Township Fire 51,475 51,150 (325)
Cemetery 19,000 32,907 13,907
Total charges for services 78,675 87,588 8,913
Investment income 28,000 36,730 8,730
Racetrack 75,000 73,613 (1,387)
Donations 4,700 4,700 -
Miscellaneous fees
Water fund administration 43,000 43,408 408
Sale of fixed assets 37,850 41,850 4,000
Other 3,948 8,368 4,420
Total revenues 2,177,347 2,149,322 (28,025)
Other financing sources
Operating transfers in 50,000 50,000 -

Total revenues and other financing sources

$ 2227347 $ 2,199.322 § (28,025)
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Charter Township of Fruitport, Muskegon County, Michigan

General Fund

Schedule of Expenditures and Other Financing Uses - Budget and Actual

Year Ended March 31, 2004

S

Variance
Amended favorable
Budget Actual {unfavorable)
Expenditures
Current
Legislative
Township board $ 89,175 $ 68,849 $ 20,326
General government
Supervisor 75,179 70,947 4,232
Elections 8,000 3,225 4,775
Assessing 129,686 115,296 14,390
Clerk 58,100 53,250 4,850
Treasurer 118,020 107,545 10,475
General office 64,860 54,203 10,657
Board of review 2,615 1,710 905
Building and grounds 20,255 18,444 1,811
Planning commission 55,790 26,839 28,951
Cemetery 70,414 65,822 4,592
Total general government 602,919 517,281 85,638
Public safety
Police 488,765 451,303 37,462
Fire 676,267 677,485 (1,218)
Crossing guards 7,300 7,288 12
Total public safety 1,172,332 1,136,076 36,256
Public works
Roads 189,242 88,451 100,791
Bike path 500 - 500
Total public works 189,742 88,451 101,291
Recreational and cultural
Racetrack 52,335 22,110 30,225
Library 18,421 18,421 -
Total recreational and cultural 70,756 40,531 30,225
Other governmental functions
Insurance 60,000 55,677 4,323
Engineering 100,000 20,360 79,640
Total other governmental functions 160,000 76,037 83,963
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Charter Township of Fruitport, Muskegon County, Michigan

- General Fund

Schedule of Expenditures and Other Financing Uses - Budget and Actual - Continued
Year Ended March 31, 2004

|
-

E Variance

| - Amended favorable
Budget Actual (unfavorable)
Capital outlay

- General office $ 3,000 $ 1,200 $ 1,800
Building and grounds 71,340 2,700 68,640
Assessing 5,334 - 5,334
| - Cemetery 4,350 1,717 2,633
Police 52,100 9,743 42,357
Fire 20,750 20,512 238
- Racetrack 22,665 19,544 3,121
| Total capital outlay 179,539 55,416 124,123
-

. Debt service

Principal 70,177 70,137 40
- Interest 38,391 37,755 636
: Total debt service 108,568 107,892 676
I - Total expenditures 2,573,031 2,090,533 482,498
. Other financing uses

{ = Operating transfers out 120,000 109,854 10,146
| - Total expenditures and other financMses $ 2,693,031 $ 2,200,387 $ 492,644

|

-

-

-

-

-

-
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SPECIAL REVENUE FUNDS

The special revenue funds are used to account for the
proceeds of specific revenue sources (other than major

capital projects) that are legally restricted to expenditures
for specific purposes.

Recreation Fund - To account for user fees and other

revenues collected to support athletic and recreational
activities and programs.

Street Light Fund - To account for a special tax millage

levied by the township for operation and maintenance of
township street lights.




)

Charter Township of Fruitport, Muskegon County, Michigan

Special Revenue Funds

Combining Balance Sheet
March 31, 2004

\

ASSETS Recreation

Street Light Totals
Cash and cash equivalents $ (2,882) $ 185,200 $ 182,318
Investments ' 1,418 - 1,418
Property taxes receivable - 8,860 8,860
Due from other funds 1,495 - 1,495
TOTAL ASSETS $ 31 $ 194,060 $ 194,091
FUND BALANCE
Fund balance
Unreserved
Undesignated $ 31 % 194,060 $ 194,091
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Charter Township of Fruitport, Muskegon County, Michigan

Special Revenue Funds

Combining Statement of Revenues, Expenditures and Changes in Fund Balance

Year Ended March 31, 2004

Recreation Street Light Totals
Revenues
Property taxes - $ 140151 $ 140,151
Interest 29 797 826
Miscellaneous fees 750 - 750
Total revenues 779 140,948 141,727
Expenditures
Current
Public safety - 111,879 111,879
Recreational and cultural 76,805 - 76,805
Capital outlay 36,184 - 36,184
Total expenditures 112,989 111,879 224,868
Excess (deficiency) of revenues over
expenditures (112,210) 29,069 (83,141)
Other financing sources
Operating transfers in 109,854 - 109,854
Excess (deficiency) of revenues and other
financing sources over expenditures (2,356) 29,069 26,713
Fund balance at beginning of year 2,387 164,991 167,378
Fund balance at end of year 31 9% 194,060 $ 194,091
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Charter Township of Fruitport, Muskegon County, Michigan

- Recreation Fund
Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual

[ ]

Year Ended March 31, 2004

\

i - Variance
|

Amended favorable
Budget Actual (unfavorable)
i - Revenues

| Interest $ - $ 29 $ 29
Miscellaneous fees - 750 750
I - Total revenues - 779 779
|

; Expenditures

; -

| Current

| Recreational and cultural 83,390 76,805 6,585
B Capital outlay 36,610 36,184 426
I

| Total expenditures 120,000 112,989 7,011
| - Deficiency of revenues under expenditures (120,000) (112,210) 7,790
| Other financing sources

! hat Operating transfers in 120,000 109,854 (10,146)
|

| - Deficiency of revenues and other

| sources under expenditures - (2,356) (2,356)
i - Fund balance at beginning of year ‘ 2,387 2,387 -

| Fund balance at end of year $ 2,387 $ 31 9% {2,356)
| -

i -

|

-

i

-
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Charter Township of Fruitport, Muskegon County, Michigan
Street Light Fund

Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual

Year Ended March 31, 2004

R

Variance
Amended favorable
Budget Actual (unfavorable)
Revenues
Property taxes $ 124,000 $ 140,151 $ 16,151
Interest 1,100 797 (303)
Total revenues 125,100 140,948 15,848
Expenditures
Current
Public safety 125,100 111,879 13,221
Excess of revenues over expenditures - 29,069 29,069
Fund balance at beginning of year 1 64,991 164,991 -
Fund balance at end of year $ 164,991 $ 194,060 $ 29,069
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ENTERPRISE FUNDS

The enterprise funds are established to account for operations
that are financed and operated in a manner similar to private
business enterprises--where the intent of the governing body
is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a

continuing basis be financed or recovered primarily through
user charges.

Water Fund - To account for user charges and for operating
expenses and debt service of the township's water system.

Sewer Fund - To account for user charges and for operating
expenses and debt service of the township's sewer system.




Charter Township of FrUitport, Muskegon County, Michigan

Enterprise Funds

Combining Balance Sheet
March 31, 2004

00— eE——

ASSETS Sewer Water Totals
Current assets
Cash and cash equivalents $ 1,044,515 $ 1,082,962 $ 2,127,477
Receivables
Accounts 12,648 239,678 252,326
Special assessments 183,991 61,151 245,142
Interest 28,059 18,860 46,919
Due from other funds 1,548 361,132 362,680
Inventories - 10,000 10,000
Total current assets 1,270,761 1,773,783 3,044,544
Restricted assets
Restricted cash and cash equivalents 845,732 1,945,805 2,791,537
Fixed assets
Utility system 5,167,086 10,199,444 15,366,530
Equipment - 262,873 262,873
5,167,086 10,462,317 15,629,403
Less accumulated depreciation 520,512 2,404,649 2,925,161
Total fixed assets 4,646,574 8,057,668 12,704,242
Other assets
Special assessments receivable 1,655,920 1,245,767 2,901,687
Wastewater facility rights (net of
accumulated amortization of $133,223) 70,026 - 70,026
Bond issuance costs 27,932 - 27,932
Total other assets 1,753,878 1,245,767 2,999,645

TOTAL ASSETS

$ 8,516,945 $ 13,023,023 $ 21,539,968




LIABILITIES AND FUND EQUITY

Sewer

Water

Totals

Current liabilities
Current maturities of long-term debt

$ 132,000 $ 104,000 $ 236,000
Accrued interest 65,216 66,330 131,546
Due to other funds 364,564 10,038 374,602
Due to other governmental units - 94,124 94,124
Total current liabilities 561,780 274,492 836,272
Noncurrent liabilities
Long-term debt (net of unamortized
discount of $56,220) 3,599,539 2,884,688 6,484,227
Total liabilities 4,161,319 3,159,180 7,320,499
Fund equity
Contributed capital 3,493,379 5,776,348 9,269,727
Retained earnings 862,247 4,087,495 4,949,742
Total fund equity 4,355,626 9,863,843 14,219,469
TOTAL LIABILITIES AND FUND EQUITY $ 8,516,945 $ 13,023,023 $ 21,539,968
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Charter Township of Fruitport, Muskegon County, Michigan

Enterprise Funds

Combining Statement of Revenues, Expenses and Changes in Retained Earnings

Year Ended March 31, 2004

L

Sewer Water Totals
Operating revenues
Charges for service $ 85,514 $ 1,248,469 $ 1,333,983
Miscellaneous 2,371 26,576 28,947
Total operating revenues 87,885 1,275,045 1,362,930
Operating expenses
Personnel services 14,823 397,134 411,957
Water purchased - 373,819 373,819
Contracted services 51,061 54,522 105,583
Insurance - 4,646 4,646
Supplies 464 73,408 73,872
Rentals - 25,000 25,000
Other expenses 9,739 35,914 45,653
Depreciation and amortization 114,499 211,095 325,594
Total operating expenses 190,586 1,175,538 1,366,124
Operating income (loss) (102,701) 99,507 (3,194)
Nonoperating revenues (expenses)
Interest income 265,417 196,843 462,260
Interest expense (204,738) (190,382) (395,120)
Total nonoperating revenues 60,679 6,461 67,140
Income (loss) before operating transfers
and capital contributions (42,022) 105,968 63,946
Capital contributions - tap and connection fees 410,060 491,933 901,993
Operating transfers
Operating transfers out (50,000) - (50,000)
Net income 318,038 597,901 915,939
Transfer of depreciation to contributed capital 26,780 117,971 144,751
Net income transferred to retained earnings 344,818 715,872 1,060,690
Retained earnings at beginning of year 517,429 3,371,623 3,889,052
Retained earnings at end of year $ 862247 4,087.495 4,949,742
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Charter Township of Fruitport, Muskegon County, Michigan
Enterprise Funds

Combining Statement of Fund Equity
Year Ended March 31, 2004

\

Sewer Water Totals
Contributed Capital
Balance at beginning of year $ 3,520,159 $ 5894319 $ 9,414,478
Depreciation transfers (26,780) (117,971) (144,751)
Balance at end of year 3,493,379 5,776,348 9,269,727
Retained Earnings
Balance at beginning of year 517,429 3,371,623 3,889,052
Net income 318,038 597,901 915,939
Depreciation transfers 26,780 117,971 144,751
Balance at end of year 862,247 4,087,495 4,949,742
Total fund equity $ 4,355626 $ 9,863,843 $ 14,219,469
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Charter Township of Fruitport, Muskegon County, Michigan

Enterprise Funds

Combining Statement of Cash Flows
Year Ended March 31, 2004

—

Sewer Water Totals
Cash flows from operating activities
Operating income (loss) (102,701) $ 99,507 $ (3,194)
Adjustments to reconcile operating income
(loss) to net cash provided by (used for)
operating activities
Depreciation and amortization 114,499 211,095 325,594
(Increase) decrease in
Receivables 8,244 9,292 17,536
Due from other funds (1,548) 36,084 34,536
Increase (decrease) in
Due to other governmental units - 5,024 5,024
Due to other funds (52,010) 2,080 (49,930)
Net cash provided by (used for)
operating activities (33,516) 363,082 329,566
Cash flows from non-capital financing activities
Operating transfers out {50,000) - {50,000)
Cash flows from capital and related financing activities
Collection of special assessments 877,127 609,317 1,486,444
Principal payments on long-term debt (105,341) (325,179) (430,520)
Interest payments on long-term debt (204,738) (190,382) (395,120)
Acquisition of fixed assets (466,170) (793,817) (1,259,987)
Net cash provided by (used for) capital and
related financing activities 100,878 (700,061) {599,183)
Cash flows from investing activities
Interest on investments 265,417 196,843 462,260
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 282,779 (140,136) 142,643
Cash and cash equivalents at beginning of year 1,607,468 3,168,903 4,776,371

ash a sh equivalents at end ar 3

Reconciliation of cash and cash equivalents to the
balance sheet

1800247 $ 3,028,767 $ 4.919.014

Cash and cash equivalents $

1,044,515 $ 1,082,962 $ 2,127,477
Restricted cash and cash equivalents

845,732 1,945,805 2,791,537

3 1,890,247 028,767 $ 4,919,014
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AGENCY FUNDS

The agency funds are used to account for assets held by the
township in a trustee capacity for individuals, private
organizations, other governments or other funds.

Trust and Agency Fund - To account for the collection and
payment of personal property and trailer park taxes.

Current Tax Collection Fund - To account for levy, collection
and payment of taxes levied for the general and other funds of
the township, county and public school district.




Charter Township of Fruitport, Muskegon County, Michigan

Agency Funds
Combining Balance Sheet
March 31, 2004
Trust and Current Tax
ASSETS Agency Collection Totals
Cash and cash equivalents $ - $ 185,380 $ 185,380
LIABILITIES
Due to other funds $ - $ 67,355 $ 67,355
Due to other governmental units - 118,025 118,025
TOTAL LIABILITIES $ - $ 185,380 $ 185,380




Charter Township of Fruitport, Muskegon County, Michigan

Agency Funds

Statement of Changes in Assets and Liabilities

Year Ended March 31, 2004

‘

Balance Balance
April 1, March 31,
2003 Additions Deductions 2004
Trust and Agency

ASSETS

Cash and cash equivalents $ 500 $ 19,164 $ 19,664 $ -
LIABILITIES

Due to other governmental units $ 500 $ 19,164 $ 19,664 $ -

Current Tax Collection

ASSETS

Cash and cash equivalents 33,385 $ 9,839,024 $ 9,687,029 $ 185,380
LIABILITIES

Due to other funds 15,811 $ 1,340,763 $ 1,289,219 $ 67,355

Due to other governmental units 17,574 8,498,261 8,397,810 118,025
TOTAL LIABILITIES 33,385 $ 9,839,024 $ 9,687,029 $ 185,380

All Agency Funds

ASSETS

Cash and cash equivalents 33,885 $ 9,858,188 $ 9,706,693 $ 185,380
LIABILITIES

Due to other funds 15,811 $ 1,340,763 $ 1,289,219 $ 67,355

Due to other governmental units 18,074 8,517,425 8,417,474 118,025
TOTAL LIABILITIES 33,885 $§ 9,858,188 $ 9,706,693 $ 185,380
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SCHEDULE OF INDEBTEDNESS



Charter Township of Fruitport, Muskegon County, Michigan
Schedule of Indebtedness
March 31, 2004 and 2003

Date Amount

of of Interest
Issue Issue Rate

Enterprise Funds
Muskegon County Water Supply System
Number One Bonds 5-01-73 $ 6,000,000 5.00 %

1994 Special Assessment Bonds 6-01-94 750,000 7.65

7.70
7.75
7.90
8.00
8.00
8.00
8.00
8.00
8.00
8.00

1995 Special Assessment Bonds 10-01-95 330,000 5.20

5.25
5.30
5.40
5.50
5.50



I
| [
| - Date Balance Outstanding Annual
of March 31, Interest
- Maturity 2003 2004 Payable
. 11103 $ 202934 § - 8 -
10-1-03 35,000 . -
- 10-1-04 35,000 35,000 40,962
10-1-05 35,000 35,000 38,267
| 10-1-06 45,000 45,000 35,555
- 10-1-07 45,000 45,000 32,000
| 10-1-08 45,000 45,000 28,400
| 10-1-09 55,000 55,000 24,800
- 10-1-10 55,000 55,000 20,400
| 10-1-11 60,000 60,000 16,000
10-1-12 70,000 70,000 11,200
- 10-1-13 70,000 70,000 5,600
550,000 515,000 253,184
-
10-1-03 25,000 . .
| 10-1-04 25,000 25,000 7,297
- 10-1-05 20,000 20,000 5,985
| 10-1-06 25,000 25,000 4,924
10-1-07 25,000 25,000 3,575
- 10-1-08 25,000 25,000 2,200
10-1-09 15,000 15,000 825
160,000 135,000 24,806
-

[
-
|
-
-
-
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Charter Township of Fruitport, Muskegon County, Michigan

Schedule of Indebtedness - Continued
March 31, 2004 and 2003

L

Date
of
Issue

Amount
of
Issue

Interest
Rate

Enterprise Funds (continued)
Muskegon County Wastewater Management
System Number One, $13,750,000 Refunding
Bond Issue of 1996

Muskegon County Wastewater Management
System Number One, 1999 Series

5-1-96 $

8-01-99

134,887

2,680,000

5.10
5.70
5.70

6.500
6.500
6.500
6.500
4.700
4,750
4.800
4.900
5.000
5.000
5.000
5.125
5.125
5.125
5.125
5.125
5.125

%



-

Date Balance Outstanding Annual
of March 31, Interest
Maturity 2003 2004 Payable
7-1-03 16,822 $ - -
7-1-04 16,479 16,479 1,760
7-1-05 16,551 16,551 920
49,852 33,030 2,680
5-31-03 25,000 - -
5-31-04 50,000 50,000 135,000
5-31-05 50,000 50,000 131,750
5-31-06 100,000 100,000 126,875
5-31-07 100,000 100,000 120,375
5-31-08 100,000 100,000 114,775
5-31-09 100,000 100,000 110,050
5-31-10 150,000 150,000 104,075
5-31-11 150,000 150,000 96,800
5-31-12 150,000 150,000 89,375
5-31-13 180,000 180,000 81,125
5-31-14 200,000 200,000 71,625
5-31-15 200,000 200,000 61,500
5-31-16 200,000 200,000 51,250
5-31-17 200,000 200,000 41,000
5-31-18 200,000 200,000 30,750
5-31-19 250,000 250,000 19,220
5-31-20 250,000 250,000 6,405
2,655,000 2,630,000 1,391,950
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Charter Township of Fruitport, Muskegon County, Michigan

Scheduie of Indebtedness - Continued
March 31, 2004 and 2003

—

Date
of
Issue

Amount
of
Issue

Interest
Rate

Enterprise Funds (continued)
2000 Special Assessment Sewer Bond

2000 Special Assessment Water Bond

6-26-00 $ 585,640

6-26-00

239,360

4.75
4.75
4.75
4.75
4.75
4.75
4.75
4.75
4.80
4.90
4.75
5.00
5.00
5.00
5.00
5.00
5.00
5.00

4.75
4.75
4.75
4.75
4.75
4,75
4.75
4.75
4.80
4.90
4.75
5.00
5.00
5.00
5.00
5.00
5.00
5.00

%



B

Date

Balance Outstanding Annual
of March 31, Interest
Maturity 2003 2004 Payable
1-1-04 28,395 § - $ -
1-1-05 28,395 28,395 24,899
1-1-06 28,395 28,395 23,550
1-1-07 28,395 28,395 22,201
1-1-08 28,395 28,395 20,852
1-1-09 28,395 28,395 19,504
1-1-10 28,395 28,395 18,155
1-1-11 28,395 28,395 16,806
1-1-12 28,395 28,395 15,457
1-1-13 28,395 28,395 14,109
1-1-14 31,944 31,944 12,746
1-1-15 31,944 31,944 11,180
1-1-16 31,944 31,944 9,583
1-1-17 31,944 31,944 7,986
1-1-18 31,944 31,944 6,389
1-1-19 31,944 31,944 - 4,792
1-1-20 31,944 31,944 3,194
1-1-21 31,941 31,941 1,597
539,499 511,104 233,000
1-1-04 11,605 - -
1-1-05 11,605 11,605 10,176
1-1-06 11,605 11,605 9,625
1-1-07 11,605 11,605 9,074
1-1-08 11,605 11,605 8,523
1-1-09 11,605 11,605 7,971
1-1-10 11,605 11,605 . 7,420
1-1-11 11,605 11,605 6,869
1-1-12 11,605 11,605 6,318
1-1-13 11,605 11,605 5,766
1-1-14 13,056 13,056 5,209
11-15 13,056 13,056 4,570
1-1-16 13,056 13,056 3,917
1-1-17 13,056 13,056 3,264
1-1-18 13,056 13,056 2,611
1-1-19 13,056 13,056 1,958
1-1-20 13,056 13,056 1,306
1-1-21 13,059 13,059 653
220,501 208,896 95,230
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Charter Township of Fruitport, Muskegon County, Michigan

Schedule of Indebtedness - Continued
March 31, 2004 and 2003

e

Date
of
Issue

Amount
of
Issue

Interest
Rate

Enterprise Funds (continued)
Muskegon County Water Supply System
Number One, Series Il (Fruitport - Norton Shores)
Bonds, Series 2000

Muskegon County Wastewater Management System -
Number One, Refunding Bond Issue of 2002

Total Enterprise Fund Debt

12-4-00 $ 2,925,000

10-8-02

68,362

6.75
6.75
6.75
6.75
6.75
6.75
6.75
6.75
5.38
4,75
4.75
4.75
4,75
4,75
4,75
4,75
4.75
4.75

2.25
5.00
5.00
5.00

%



Date Balance Outstanding Annual
of March 31, Interest
Maturity 2003 2004 Payable
5-1-03 90,000 $ - 8 -
5-1-04 90,000 90,000 140,288
5-1-05 101,250 101,250 133,833
5-1-06 101,250 101,250 126,999
5-1-07 101,250 101,250 120,163
5-1-08 123,750 123,750 112,570
5-1-09 123,750 123,750 104,217
5-1-10 123,750 123,750 95,864
5-1-11 135,000 135,000 88,059
5-1-12 157,500 157,500 80,691
5-1-13 168,750 168,750 72,942
5-1-14 168,750 168,750 64,926
5-1-15 180,000 180,000 56,643
5-1-16 191,250 191,250 47,826
5-1-17 202,500 202,500 38,475
5-1-18 225,000 225,000 28,322
5-1-19 236,250 236,250 17,367
5-1-20 247,500 247,500 5,878
2,767,500 2,677,500 1,335,063
7-1-03 2,445 - .
7-1-04 2,054 2,054 3,180
7-1-05 1,956 1,956 3,140
7-1-06 20,831 20,831 3,096
7-1-07 20,636 20,636 2,654
7-1-08 20,440 20,440 1,022
68,362 65,917 13,092
7,213,648 6,776,447 3,349,005
50




| Charter Township of Fruitport, Muskegon County, Michigan

Schedule of indebtedness - Continued
March 31, 2004 and 2003

Date
of
Issue

Amount
of
Issue

Interest
Rate

\

; General Long-Term Debt
| 1994 Limited Tax General Obligation Bonds

Fire Station Contract

i ‘ Fire Truck Loan

7-01-94 $

6-01-94

4-01-02

50,000

175,000

386,961

7.65
7.70

5.70
5.70
5.70
5.70
5.70
5.70

4.60
4.60
4.60
4.60
4.60
4.60
4.60
4.60
4.60

%



|

Date Balance Outstanding Annual
of March 31, Interest
Maturity 2003 2004 Payable
10-1-03 $ 5,000 $ - -
10-1-04 5,000 5,000 385
10,000 5,000 385
12-31-03 11,667 - -
12-31-04 11,666 11,666 3,158
12-31-05 11,667 11,667 2,494
12-31-06 11,667 11,667 1,829
12-31-07 11,667 11,667 1,165
12-31-08 11,666 11,666 499
70,000 58,333 9,145
4-1-03 44,960 - -
4-1-04 47,028 47,028 12,972
4-1-05 49,191 49,191 10,809
4-1-06 27,589 27,589 8,546
4-1-07 28,859 28,859 7,277
4-1-08 30,186 30,186 5,949
4-1-09 31,575 31,575 4,561
4-1-10 33,027 33,027 3,108
4-1-11 34,546 34,546 1,589
326,961 282,001 54,811
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Charter Township of Fruitport, Muskegon County, Michigan

Schedule of Indebtedness - Continued

March 31, 2004 and 2003

%
Date Amount

of of Interest
Issue Issue Rate

General Long-Term Debt (continued)
Land Contract 8-19-99 $ 76,000 750 %
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50

Land Contract 8-19-99 206,800 7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50
7.50

7.50
Total General Long-Term Debt

Total Long-Term Debt



Date Balance Outstanding Annual
of March 31, Interest
Maturity 2003 2004 Payable
3-31-04 $ 2,336 $ - $ -
3-31-05 2,516 2,516 4,884
3-31-06 2,710 2,710 4,690
3-31-07 2,919 2,919 4,482
3-31-08 3,144 3,144 4,256
3-31-09 3,386 3,386 4,014
3-31-10 3,648 3,648 3,753
3-31-11 3,929 3,929 3,471
3-31-12 4,232 4,232 3,167
3-31-13 4,559 4,559 2,811
3-31-14 4,910 4,910 2,489
3-31-15 5,289 5,289 2,111
3-31-16 5,698 5,698 1,694
3-31-17 6,137 6,137 1,263
3-31-18 6,610 6,610 790
3-31-19 6,365 6,365 260
68,388 66,052 44,135
3-31-04 6,174 - -
3-31-05 6,650 6,650 13,349
3-31-06 7,163 7,163 12,837
3-31-07 7,717 7,717 12,283
3-31-08 8,311 8,311 11,688
3-31-09 8,952 8,952 11,049
3-31-10 9,643 9,643 10,357
3-31-11 10,386 10,386 9,614
3-31-12 11,186 11,186 8,813
3-31-13 12,050 12,050 7,950
3-31-14 12,980 12,980 7,021
3-31-15 13,982 13,982 6,019
3-31-16 15,060 15,060 4,940
3-31-17 16,221 16,221 3,779
3-31-18 17,473 17,473 2,527
3-31-19 22,676 22,676 1,180
186,624 180,450 123,406
661,973 591,836 231,882

$ 7,875,621 $

7,368,283 $ 3,580,887

52



Charter Township of Fruitport
Muskegon County, Michigan

REPORT ON INTERNAL cONTHogBE CETY

AND OF TRe,
MANAGEMENT ADVISORY COMMENZS | 4 ,o
D

0
March 31, 2004 Locay AuIT £I7

Fie.



Charter Township of Fruitport, Muskegon County, Michigan
CONTENTS

SCOPE OF REVIEW 3

REPORTABLE CONDITIONS 5




Hoffman, Steensma & Plamondon, P.L.C.

Certified Public Accountants and Consultants

To the Board of Trustees
Charter Township of Fruitport, Muskegon County, Michigan

In planning and performing our audit of the financial statements of Charter Township of Fruitport,
Muskegon County, Michigan, as of and for the year ended March 31, 2004, we considered its
internal control in order to determine our auditing procedures for the purpose of expressing our
oplnion on the financial statements and not to provide assurance on the internal control.
However, we noted certain matters involving the internal control and its operation that we
consider to be reportable conditions under standards established by the American Institute of
Certified Public Accountants. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control that, in our
judgment, could adversely affect the ability of the organization to record, process, summarize
and report financial data consistent with the assertions of management in the financial
statements.

A material weakness is a reportable condition in which the design or operation of one or more of
the internal control elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions.

Our consideration of the internal control would not necessarily disclose all matters in the internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses as defined above.

However, none of the reportable conditions described on page 5 are believed to be a material
weakness.

This report is intended solely for the information and use of the township board, management
and others within the organization.

/Mm, Hrrra 4«/%»0«0”

June 29, 2004

221 W. Webster Ave., Suite 502 - Muskegon, Ml 49440-1243 - (231) 728-5176 - Fax (231) 726-3530




REPORTABLE CONDITIONS



Charter Township of Fruitport, Muskegon County, Michigan

Reportable Conditions
March 31, 2004

O
REPORTABLE CONDITIONS

Use of Township Owned Property

During our examination, we noted that the township’s policies and procedures permit personal
use of township property, with certain approvals. The borrowing policy is in conflict with the
Michigan Constitution. We recommend that the borrowing policy be eliminated and the
township prohibit all personal use of township owned property.

Check Cashing

During our examination, we noted that the township periodically cashes personal checks of
employees. We recommend that this policy be eliminated as it represents an unlawful
extension of credit to the employee.

Tax Collection Fund - Disbursement of Tax Collections

During our examination, we noted that the township was not disbursing tax collections in
accordance with the Michigan General Property Tax Act. We recommend that the township
follow the guidance provided in the act and disburse funds within ten business days after the
first and fifteenth day of each month.

Investment of Surplus Funds

During our examination we noted that the township placed surplus funds in an investment that
is not allowable under the State of Michigan Public Act 196 of 1997. We recommend that the
township liquidate this investment as soon as possible. We recommend that the township
verify any investments purchased are in accordance with guidelines set forth in the act.





